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INTRODUCTION/BACKGROUND
The mission of Lake Hemet Municipal Water District is to produce and
deliver high quality water to our customers for domestic and
agricultural use, to provide sewer collection service and to
maintain Lake Hemet as a clean and safe water reservoir and
recreational facility in an economical, efficient and responsible mannerrecreational facility in an economical, efficient and responsible manner
now and in the future.
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PRESENTATION
� SUMMARY OF EFFORTS TO DATE

� Board Review
� Prop. 218 Notice
� Proposed Rates

� RATE COMPARISON

� REVIEW FINANCIAL DATA
� Past Deficit
� General & Administration Expense Allocation

� Review Rate Determination

� COMMENTS SUBMITTED

� RECOMMENDATION/SCHEDULE
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BOARD DIRECTION MAY 18 MTG.
� Consensus District is not collecting sufficient revenue from irrigation and Garner 

Valley customers to fund expenses.

� Irrigation
� $724/af is average cost of gravity system irrigation service
� $860/af is rate to cover costs and restore reserves at $1M/year from last � $860/af is rate to cover costs and restore reserves at $1M/year from last 

domestic increase
� Existing Potable irrigation rate to match Tier 1 Domestic
� New Potable Irrigation to match Tier 1 through 5 Domestic
� Meet with growers to review rate impacts and phasing options

� Garner Valley:
� Past $1.7M debt to be repaid over 20 years at no interest
� Fund 66% of ~$145,000/year depreciation
� Rate increase of 3%/year for each year since last increase, 23% total
� Service charge to match Hemet-San Jacinto area
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BOARD DIRECTION JUNE 15 MTG.
� Consensus District is not collecting sufficient revenue 

from Garner Valley customers to fund expenses.

� Garner Valley Prop. 218 Notice to include:� Garner Valley Prop. 218 Notice to include:

� Increase usage rates by 23% 

� Service charge to match Hemet-San Jacinto area

� Phase in 50% per year over 2 years.
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TIER LEVELS

AGENCY Tier No. BASE 1 2 3 4 5

LH Garner Valley- Current Tier Volume (HCF) 0 10 15 50 50

Rate ($/HCF) $18.63 $1.626 $1.913 $2.279 $2.981 $3.711

LH Garner Valley-Proposed Tier Volume (HCF) 0 10 15 50 50

Rate ($/HCF) $34.85

LHMWD- Hemet Tier Volume (HCF) 0 7 6 12 13

Rate ($/HCF) $30.39 $2.32 $2.41 $2.64 $2.92 $3.38

Idyllwild Water Tier Volume (HCF) 0 3 3 9

Rate ($/HCF) $61.25 $0.00 $6.33 $10.00 $10.00

2.81

AGENCY RESIDENTIAL RATES

Rate ($/HCF) $61.25 $0.00 $6.33 $10.00 $10.00

Fern Valley Tier Volume (HCF) 0 7 8

Rate ($/HCF) $16.35 $4.35 $10.68 $16.74

Pine Cove Tier Volume (HCF) 0 4 4 4

Rate ($/HCF) $31.00 $1.34 $2.31 $3.29 $5.08

City of San Jacinto Tier Volume (HCF) 0 15 10

Rate ($/HCF) $15.36 $2.600 $3.190 N/A N/A N/A

City of Hemet Tier Volume (HCF) 0 5 5 10

Jan. 2016 Rate ($/HCF) $34.86 N/A

EMWD- Hemet/SJ Avg. Tier Volume (HCF) 0 7 12 10

Rate ($/HCF) $17.33 $1.898 $3.473 $6.224 $11.387 N/A

$4.410

-Base Charges for 1” meter size (2 EMS).
-Garner Valley, Fern Valley, and Pine Cove are billed bi-monthly.  Values shown are monthly.
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GARNER VALLEY
� Garne Valley operates as its own system to be self-funding
� No rate change since 2010
� Past annual deficits total $1.738M loaned by District
� Depreciation of $145,000/year funded <20%
� Current rates support direct operation costs� Current rates support direct operation costs
� Annual Revenue = $465,000 FY 16/17
� Annual Operating Expenses = $466,000 FY 16/17
� Need to fund more depreciation
� Need to reimburse past deficit
� Current Depreciation Fund Balance $145,000 ($80,000 

project planned)
� Bond paid off in 2030 (no payment, no assessment)
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YEAR

2002 2003 2004 2005 2006 2007 2008 2009

PROFIT $86,791 $116,644

LOSS (65,975)$    (267,443)$ (60,871)$   (101,423)$ (15,778)$       (202,227)$ 

Assets/Capital Project

GARNER VALLEY

ANNUAL PROFIT/LOSSES

Assets/Capital Project

Improvements Paid

from General Fund (216,286)$  (304,873)$ (414,528)$ (217,072)$ (11,585)$    (98,534)$  (1,416,917)$ (222,936)$ 

TOTAL 

G.V. Profit (Loss) (282,261)$  (572,316)$ (475,399)$ (318,495)$ 75,206$     18,110$    (1,432,695)$ (425,163)$ 

Reimbursement Bond Reimb.

from Depr. Fund 3,698$        209,969$   -$           14,081$     89,827$     -$           1,585,000$   76,816$     

Total Profit (Loss) (278,563)$  (362,347)$ (475,399)$ (304,414)$ 165,033$   18,110$    152,305$       (348,347)$ 

after Reimbursement
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2010 2011 2012 2013 2014 2015 2016

PROFIT $64,808 $121,070 $110,154 $89,282 $75,506

LOSS (48,256)$    (13,851)$       

Assets/Capital Project

GARNER VALLEY

ANNUAL PROFIT/LOSSES

Assets/Capital Project

Improvements Paid

from General Fund (624,249)$ (112,163)$    (43,918)$      (29,112)$   (100,196)$  (2,213)$        (301)$                        

TOTAL 

G.V. Profit (Loss) (672,505)$ (126,014)$    20,890$        91,958$     9,958$        87,069$       75,205$                   

Reimbursement

from Depr. Fund 208,100$   -$               -$               -$           -$            -$              -$                          

Total Profit (Loss) (464,405)$ (126,014)$    20,890$        91,958$     9,958$        87,069$       75,205$                   

after Reimbursement Cumulative Total = (1,738,960)$            
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� Cumulative Deficit is the sum of 
operating loss – capital 
improvements – reimbursement 

DEFICIT DETERMINATION

improvements – reimbursement 
depreciation fund for since FY2002
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Past Major Expenses
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Past Capital Expenses
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Past Capital Expenses



8/10/2017

26

Past Capital Expenses
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Past Capital Expenses
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Past Capital Expenses
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Past Budgets
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GARNER VALLEY

G&A ITEMS TRACKED SEPARATE:

� Back flow inspection

� Business Training

� Legal Expense

� Engineering/Training� Engineering/Training

� Water Master

� Injuries/Damages

� Operating Permits

� Misc. General

� Back flow expense

� Mechanic Training

� Uncollectible Water
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GENERAL & ADMINISTRATIVE EXPENSE 
ALLOCATION

� TOTAL - NIC = Eligible G&A

� $6,173,000 - $1,158,000 = $5,015,000

� TOTAL LH EXPENSES = $18,990,510

� GV Expenses = $408,110 = 2% of TOTAL

� 2% of $5,015,000 = $100,300
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Past Accumulated Deficit $1,738,650

Pay-off Term 20 years

Annual Payment $86,933 /year

FY16/17

Water Sales $194,103

Service Factor $52,985

REVENUE Property Tax $194,000

Availability $23,100

Service/Interest $815

$465,003

Op. Exp. $236,287

Non. Op. Exp. $135,008

EXPENSES Funded Dep. $75,000

Capital Projects $20,000

$466,295

Operating Profit/Loss -$1,292

GARNER VALLEY
Rate Calculation

(FY16/17)

Operating Profit/Loss -$1,292

Annual Depreciation $144,500

Unfunded Depreciation $69,500

DEPRECIATION % Dep. To Be Funded 63%

Dep. To Be Funded $91,729

Add. Dep. To Be Included in Rev. $16,729

Needed Revenue $104,953

Service Factor

No. of Services 308

$/month increase $16.22

NEW REVENUE Annual $59,949

Additional Revenue Needed $45,004

Volume of Water 195 AF

Average Increase/AF $231 /AF

Current Average Rate $995 /AF

Proposed Rate $1,226 /AF

$2.81 /ccf
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COMMENTS
All 20 Comment Letters Received Prior to today’s 

meeting were distributed to all District Board 
Members

SUMMARY OF TOPICS:
� FLAT RATE NOT CONSERVATION-BASED� FLAT RATE NOT CONSERVATION-BASED

� AFFORDABILITY
� REASON FOR DEFICIT
� LAKE LEVEL/RECREATION
� COST SHARING
� AG METERS
� POA LETTER
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FLAT RATE NOT CONSERVATION

Rates must be reasonably based on the cost of providing the service.  
With only groundwater from District wells as the only source, a 
single rate is the most defensible structure.

Still, customers who use less water will have lower bills than those 
who use more water.
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AFFORDABILITY

Rates must be reasonably based on the cost of providing the service.  
Intentionally setting a rate to benefit one group of customers at the 
expense of others is not legally defensible.

State (AB401) is researching financial assistance programs for low 
income tax payers/water customers. 
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DEFICIT

-The deficit is a result of long term revenue being less than expenses.

-Rates have simply been too low, have not been increased in 7 years 
and are much lower than surrounding agencies.

-Even with the increase, the proposed rates are less than half of the 
two closest water agencies.

-Last rate increase was hoped to pay back deficit and fund more 
depreciation but did not sustain initial level.
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LAKE LEVEL/RECREATION

-The lake level has not had any impact on the costs or finances for 
the Garner Valley System for any reason including those related to the Garner Valley System for any reason including those related to 
the recreation component.

-During the drought, more imported water was being used in Hemet 
and those costs are included in the rates for the customer who use 
imported water.
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COST SHARING

-The costs to operate and provide service in the Garner Valley system -The costs to operate and provide service in the Garner Valley system 
are paid by the Garner Valley users.  Some General and 
Administrative costs are shared and allocated based on % of 
expenses described previously.
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AG METERS

-Theoretically there is not a limit on the number of meters.  However, -Theoretically there is not a limit on the number of meters.  However, 
there cost of water would be same for each.  There is not an 
existing or proposed agricultural/irrigation rate in Garner Valley.
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POA LETTER
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POA LETTER- DEFICIT

-Past deficits, loans, and debt may be included in rates.

- At the end of the day, all of this revenue is still to be used for the 
purpose for which it is collected, which is to provide reliable water, 
and the District has the right and obligation to engage in sound 
financial planning and management, and to ensure the continued 
provision of water.
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POA LETTER- TIERS

-The existing rate structure includes 5 tiers.  The proposed rate 
structure is a single rate.
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RECOMMENDATION
� 23% Rate Change for Garner Valley to fund deficit over 

20 years and 63% depreciation

� Match Garner Valley Service Factor to H/SJ

� Phase Increase equally over 2 years

� Include CPI and pass-through authorization for next 5 
years for all ratesyears for all rates

� Action Scheduled for 5:30 pm, August 17 at District 
Board Room

� October 1, 2017- Rate increases effective

At the end of the day, all of this revenue is still to be used for the 
purpose for which it is collected, which is to provide reliable water, 
and the District has the right and obligation to engage in sound 
financial planning and management, and to ensure the continued 
provision of water
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